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VC,M A BUDOET BXW- eubnitt* i toy the Governor , . 

in accordance with Artiol* ui of th* constitution 


AN ACT to amend ths tax low and the criminal 
procedure law, in relation to the 1 
prepayment of tax on sslan of ©iparetu* 
undsr article 38 of suoh lev and j 
pursuant tj tha minority of artieia « 
thereof ] 


PUffMI I 

To enhance 
sals* and 


sals* tax ooapliance by requiring ths prepeynant of 
compensating tea taxes or cigarette*. j 


last,ion > of this bill emends A?ti< 
a new section lies to require cigni 
iwpc&ed by suoh section 1103 on aoi 
texee inpo»*u by and pursuant to Ai 

dubdlvielon (a) of auoh aaotion dm, 
provides that auoh tax shall ba pa 
sane penner as the cigarette tax** 
or auoh lav, including tht bonding 
prepaid tax will generally ha edni 
and disposed of in tha aem» stunner 
Thin eeation alio provide* that th 
only once. 


IU U of the Tax ww by adding 
■att# tax agents to prepay tax 
jgunt ©f the sales and uai 
-tides aft and 16 of suoh, law. 
>os«s the prepaid tax and 
d at tha sane tints end in the 
imposed pursuant to Article 10 
provisions thereof. The 
liatertd, collected, deposited 
aa the sales and use taxes, 

> prapald tax will he ooUeoted 


Section 1 of the biU oonfor»* the existing deposit and I 
disposition of revenue provision in section I7i»e(iy of thf 1 
Law to the deposit and diepoeitieff provisions of new section 
uo:j. i 


$eptlone $ and 4 of the hill snow 
mi (d), respectively, to oonfom 
88 definition of retell sale and i 
required to be collooted on retd 
the prepayment of sales tax on sm 


Tax Lav sections uoi (M end 
i the provisions of the Article 
he schedule of sale* tax 

talas of eigarattes, to parait 
ih sales of cigarettes. 


Section 6 of the bill elands Tax 
prepayment rate of 7 parcent unde 
for determination of the base ret 
calculating the prepaid tax. 

lections 6 and 7 of th* bin amen 
im(b) to limit the exemption* a 


.tv section uu to establish a 
r nev section 1169 and provide 
ill price for purposes of 

\ Tax taw sections 111* e^wf 
fpUoable to the prepaid tax. 
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flection e of th* bill awandg the Tax Lav by adding a new Motion 
till to providt for refund* and credit* with raepaot to th* 


uai to provide for refund* ana tree xe vitn reepaot to v** 
proptid tax in conjunction with the >aynent of o*l** and 
eoaportming UM taxea, •» wall a* t }* export or flettruotion of 
cigarette* to which ataupa ovldanaln i payment of the tax hav# 
boon affixed* 


flection t of the bill paka* a contorting ratarano© in Tax Lav 
■action li)2{o) to new aobdivioion (t) of Motion lilt at edged 
by taction 10 Of the bill* fleotion > aloe maJcaa technical ! 
correction* to Motion ma(o). | 

Section to of tha bin amend* Tax La « eaotion UJi to provide 
that no on* .*y purohaM cigarette* inloao the prepaid tax bat 
boon paid a ^paoood through,and »to a pawn who bat not borne 
the burden ot tha tax 1labia* Xhii iaction el*o provides that 
except for the retail bale, the aollar auet give a certificate to 
tha purohaitr ft the Ub* of delivery which provide* that* (a) if 
the eeller i» on agant, the agent h»e paid the tax; or, (b) if 
th* eellet ie not on agent, the toller it patting through tha tax 
aatvwod by auoh teller, If euoh oeitlfication le not given, the 
purchaser bear* th* burden of proving that euoh tax hat boon 
paid* 

fleotion 11 or the biu amende Tax l<w eaotion m4(t)(i) to 
require person* telling cigarettes 1© file a certiflent© tt 
regiatretion. 

, i 

faction X% or the bin amend* Tax li v Motion im<*) to provide 
that the CoW»i**ioner of Taxation and Finance pay require person* 
tolling largo quantitit* of oigar*ti,*» to beep record* of 
purchase* and talcs. 

fltption 1) of the bill amende Tax Uv taction me (a) to provide 
that tho rtturne of teilere of eigafette* shall ihw the amount 
of prepaid tiu assumed end passed through , and such other 
inf emotion at the Com&Uticmer pay require. 

•totion 14 of the biu apenda Tax biv Motion im(»)(>> to 
provide for th* aetdtthtnt of the penalty which lay be ippoted 
pursuant to taction id of the bUl. 

flection 16 of tha bin omanda Tax L*v taction 1142 to provide for 
joint administration, in whole or i* part, Of tha prepaid tax and 
tha tax imposed pursuant to Article *o of the Tax lav. 


flection* id and 17 of the bill ant: 
and :u4»(a) (3) (i), respectively, t 
penaltlae on peraoni required to o 

t __ M « i a | . . ( „ . “ | . i , J, 17 > J . . — - 


I Tax Lav Motion* 1145(a)(1) 

? rovid* for tha impoaition of 
eot tha tax who willfully 


and knowingly have in their com** alien and control cigarette* on 
which the prepkid tax h*s not bean paid and paeeea through, or 
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iv section U4*(e) to provld* 
1* individual* of businesses 
now section 1103 for the 


sell cigarette* Without possessing i certificate of authority 

Motion 16 of the bill wuend* Tax in 
for personal liability for reeponei? 
which fail to pay tho tax impend b r 
amount of taw not paid, 

Section 18 Of th* biU attends Tax fckv section m 7 (l) to imps** 
crininoi liability on a person who tllituUy fall* to pay tax ox 
fin a return vitn respect to the purchase or u»* of cigarettes, 
in the mm Mnner a* currently exlite with respeot to failure to 
pay tax or fil« a return mating to automotive fuel, 

Boction *0 of the bill anendf the Tax Law by adding a now Motion 
1817(g) to impose criminal liability on tha owner of a busineee 
colling olgaratuv at retail who willfully and Knowingly bar in 
•uon owner's custody or possession oigarettee upon which the tax 
hftft hot btsn paid and passed through. Th* offonse is a 
misdemeanor unless the amount of cigarette* in question is $0,000 
or more, in which event th* offense 1» » class £ felony. Hew 
subdivision (r) 1* alec added to section 1**7 to impost criminal 
•motion* regarding counterfeit stamps evidencing payment of the 
prepaid tax, or purchasing or tendering euch stamp* or devices to 
counterfeit stamps. Subdivision (*) is modeled on aectlen 
iei4cl) of the Tax Law providing ainilar eanotlone with respect 
to Article $0 cigarette excise tax stamps, 


Section 21 of the bill amende Tax 
mattered by eeoticn 20 of the bijj 
reference to section 1102 added by 


Lav 


* 


Motions 22 end 21 amend section l 
Procedure Law and Motion* 24 and 
the Criminal Procedure Lav to provijd 
who ere designated polio* officer* 
respectively, ere authorised to on 
use tax** with respect to cigarette 
such officers are currently authorls 
autoaotiv* fuel, which 1* subject 
prepaid tax on oigarettee added by 


in order to ensure the collection of the prepaid tax with respect 
to oigarettee in the distribution process in the state on th* 
date the prepaid tax takes effect, 

floor tax on Cigarettes po**e*e*d <jn th* Met* for ovti* ether 
than at retail on iuoh date, 


section 1817(e) as 
1, to add a necessary cross* 
{bill sect ion 2, 


20 


of the Criminal 
amend section 8.10(41(a) of 
e that bspartmant enpioyee* 
lend peace officers, 
floree sales and compensating 
s» in th* earn* manner that 
sd to enforce such taxes on 
a prepaid tax similar to the 
this bill. 


to 


•action 27 of the bill ia the severability provision. 


section 28 provides that the act t 
that sections x through »z and 84 
1885. in addition, the amendments 


ikes effect immediately except 

shell t»K« *tf*ot September 1, 

to the criminal Procedure Lav 
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51863 ®187 






02/09/95 14:42 R.J. REYNOLDS TOBACCO COMPANY 006 

( O / 

fftOM «OLU* l.fi&IU. l®*0& P« 6 

TCP e@ '*!? 151 sq BUSINESS COUNCIL Or NY& FASTFfK P.S/10 « 


by sections 22 and >4 ehall be sublet to the expiation end 
reversion provisions of chapter Sol of the Lavs of 1999, end upon 
suoh date, the provision* of saotiors 29 end 22 of the bill ehall 
take affect. 

Lev i 

Existing lav doss not provide for a prepayment of sales tax on 
Qigerette». A* with other types of tangible parsons1 property# 
•aloe tax relating to cigarettes is collected on the retail sale# 



Tha retail cigarette trade exhibits traits often associated with 
sales tax compliance problems, Tons of thousands of retail 
businesses sell oigarattas in Hew York State, many on a cash 
basis. nearly 40 percent of all cigarette sales ara bade by 
small and medium elead business**. 

Unlike most other goods ana services, the State regulates the 
importation and wholesale distribution of cigarettes. The State 
authorises approximately l«(f oigaretts stamping agents (agents) 
to import unstamped cigarettes into Hew York. They must affix 
oigaratte excise tax stamps to each pack they distribute. Among 
cigarette distributors, only licensed agents bay legally possess 
unstamped cigarettes. Once stamped, sgents distribute the 
oigarattas to lloanaad wholesalers# chain stores or rataliars. 

At each level of distribution, State law epeolties minimum sale 
prices baaed on ragulred price markups* In no case nay retailers 
sell bslow the mandated minimum pries* 

bespit* these controls, representatives from the industry end 
bepartment of Taxation and finance.report sales tax compliance 
problems at the retail level. 

This proposed change would require prepayment- by licensed 
cigarette stamping agents of a significant portion of the sales 
tax due on cigarettes. Agents would make tne prepayment when 
they purchase State excise tax stamps, and (through a process now 
used for the motor fuel prepayment system) would pass th* amount 
Of prepaid tax dovh the distribution chain - ultimately to the 
retail, vendor, vendors would have to account separately for 
these transactions, 

Retailers would continue to collect sales tax on retail sales of 
cigarettes in the same manner as they do now. However, under 
this bill# they would take a credit on their sales tax returns 
for the amount or prepaid tax paid to their suppliers. The 
retailer would only remit to the state the difference between the 
prepaid tax paid on its puroheee and the actual amount of tax 
collected on the retail sale. If the amount of tax prepaid 
exceeded the amount of tax actually soilacted on the retail sale, 
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the retail*): would! qualify for * fcradit or a refund. 


Thi* change would provide tax enfo 
tha oollaotion of the tax to tho * 
number of bualhaaeee tosponaible f 
tax to a iiiUi easily idantiriabi 
egant* veraua tone or thousands of 
reault in a acre narrowly focuaad 

program^ 

vnder the bill, ogants would pay i 
prior to distributing the oigavait 
S&QU»anUti©h certifying payment |;c 
would eignifioontly diminish oppo* 
underpay or avoid tax* :- Moreover ,1 
that If a ratal1 busineaa baoaw* l 
already raoeivad e large portion o 
ratal! a*la of cigarette*. 


roement benefit* beoauaa moving 
oanfc leval would toduoe the 
or a significant portion of the 
* group (approximately iff 
ratal! vendor*)< Thla would 
and easily managed oomplUnoe 

large portion of tha aalai tax 
e«; and would create tha 
f the tax. Therefore, the bill 
tunttiaa for. ratallira to 
the tax prepayment would ensure 
naoivant, the gut* would have 
if the aalai tax due on tho 


Furthermore, to obtain eradlt for >r*paid tax on purchase*. a 
vendor would need to report to tho Department the amount of 
prepaid tax on purchases* This wo ad ragyir* that record* of 
purohaaea end aalea bo carefully muintalned. Thus, the program 
should yield an improvement in rao >rdXeeping end reporting by 
vendor*, 


A floor tax la neoeaeary to enaur* that current inventory in tn* 
hand! of egantc and whole*alar da&laro (but not pure mailer*) 
la not sold after tha affmotive date without payment of tax. 

(Th* bill will produce an additional continuing source of revenue* 
for State and local government* thuoush inoraaaad oomnlianoe. 


for state and 


government* through inoraaaed compliance, 


fiuMtt.aplltaviBnn 

Thin bill will result in additional not State tale* end use tax 
aoileotioni of approximately $s million in lP 9 |**e. Thai* 
receipt* are reflected in the financial Plan; thus, enactment of 
thin bill la naoaaaary to implement the loosed tKooutive budget. 
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